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General Business Conditions 





HE opinion expressed in the last 

issue of this Letter — that the physi- 

cal difficulties of reconversion would 

prove to be minor and temporary, 

while wage and price problems would 
emerge as the major concern of the period — 
has been confirmed in both respects by the 
business news of the past month. Necessarily 
industrial activity has declined sharply as war 
work ended, and probably more time must 
elapse before rising civilian production can 
halt the recession. But there have been differ- 
ing views as to whether readjustment would 
be long or short and reconversion a “great 
emergency” or a reasonably smooth and rapid 
process. Major decisions of public policy de- 
pend upon these points. Amid the harass- 
ments of labor disturbances and labor short- 
ages, and uncertainties as to costs and prices, 
the heartening fact which now appears is that 
the factory changeover part of the job, from 
engineering and design to plant clearance and 
retooling, is being carried through more quickly 
and smoothly than most people believed pos- 
sible. 

Durable consumers’ goods are beginning to 
come from the factories and most of the auto- 
mobile companies will start up assembly lines 
in October. .The War Production Board has 
made a survey of 3,750 manufacturers in the 
durable goods industries which now face re- 
conversion, and the reports indicate that by 
December the production of these companies 
will be 12 per cent higher than the 1939-41 
average, while by June 1946 it will be 87 per 
cent higher. The general manager of the 
Automobile Manufacturers Association has 
stated that, if labor disturbances do not in- 
terfere, the automobile factories can get back 
to prewar production by next February and 
to a rate of 6,000,000 cars annually by June. 

Evidence of the readiness of these indus- 
tries to go ahead is seen in the steel business. 
New orders for steel for civilian use have 
been heavy, outrunning production in many 
products, and despite cancelled war orders 
mill books for the fourth quarter are crowded. 
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Production of steel ingots dropped for one 
week to 65 per cent of capacity, but has re- 
covered rapidly to 84 per cent and would be 
higher if the mills could get more workers. 


Unemployment Overestimated 


It is also seen that the pessimistic predic- 
tions of eight to ten million unemployed 
“within six or eight weeks after V-J day” 
enormously overshot the mark, for as of the 
first week of September the Census Bureau 
estimated total unemployment at 1,700,000. 
This was an increase of 900,000 in four weeks, 
virtually all since V-J day. Now the first rush 
of layoffs from war work is over, and since 
early September the rate of increase in un- 
employment has almost certainly slackened. 


The outstanding subject of comment is not 
the unemployment, but the shortage of work- 
ers, in the textile factories and steel mills, the 
mines and lumber camps, and in various other 
industries as well as in the trades and ser- 
vices. Thus the question to which attention 
should be given is, what prevents employers 
from obtaining help while workers at the 
same time are out of jobs, and thus causes 
the anomaly of unemployment concurrent 
with substantial labor shortage, frequently 
in the same territory or community? The 
New York State Commerce Commissioner 
recently reported that more than 200,000 jobs 
were available in the State, although at the 
time 175,000 persons were on the unemploy- 
ment compensation rolls. 

It is never to be expected that the jobs 
available and the people seeking jobs will 
exactly match as to qualifications, location, 
etc., but there are more reasons than that for 
the present unemployment. One reason is that 
many war workers do not want any job at all 
until they have had a rest and vacation, which 
is wholly natural. Unemployment of that kind 
is the concern only of the workers them- 
selves. Another reason is that many do not 
want to take reductions from their war wages 
in changing to peacetime jobs. A third is that 
many prefer to live for a time on unemploy- 
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ment compensation if the alternative is work- 
ing for about the same amount. Without 
arguing public and union policies at this point, 
it seems correct to say that the country is not 
likely to view the unemployment with much 
sense of crisis as long as it is more voluntary 
than involuntary, and while jobs are widely 
available. The House Ways and Means Com- 
mittee took that view in refusing to report 
out the bill proposing extension of unemploy- 
ment compensation by federal funds. 

Like the employment statistics, trade re- 
ports show that the situation is better than 
the pessimists feared. During the past month 
department store sales, which had slackened 
in August, have made substantial gains over 
both the previous month and a year ago. 


Reliance on Business Initiative Justified 


The promised speed in reconversion exceeds 
expectations held before V-J day, and cer- 
tainly the facts thus far cited are at variance 
with the predictions of a “great emergency”. 
To be sure, the bulk of the demobilization of 
the armed forces lies ahead. Also, there is no 
certainty that manufacturers’ intentions to 
expand peacetime production on the scale re- 
ported will all be realized, for the conditions 
which govern are not wholly under their con- 
trol. They have to contend in too many cases 
with labor disturbances and shutdowns, either 
in their own plants or in those of their sup- 


pliers. They are handicapped in other cases — 


by labor shortages, or by not knowing yet 
whether the Office of Price Administration 
will allow them to put profitable prices on 
their products. They face the further un- 
certainties as to costs, prices and production 
levels, which go along with union demands 
for large and general wage increases. What 
the effect of these dangers may be in im- 
peding reconversion and slowing down the 
recovery in civilian production is for the next 
two months to show. 

The evidence does establish, however, that 
business men are optimistic and ambitious, 
and that they are moving with energy and 
resourcefulness, depending upon their own 
ingenuity and under no stimulus or compul- 
sion except their own desire to do business. 
Moreover, they have programs of plant im- 
provement and expansion on a scale which 
may rival the most active periods of the 
past, if construction costs are not prohibitive. 
On all sides are signs that the spirit of enter- 
prise is high, and that the reliance which Mr. 
Snyder and Mr. Krug have placed on the initia- 
tive and ingenuity of business to carry out re- 
conversion swiftly is being justified. 

The question now is whether the conditions 
established by other government policies, and 
even more by labor union policies, will be such 
as to make the most of the abilities inherent in 


free business planning and free enterprise. Or 
will initiative be discouraged, resourcefulness 
blocked, and reconversion impeded? 


The Union Demands 


The demands of the unions for a 30 per cent 
increase in hourly wage rates, backed by 
threats of strikes, are based upon three prin- 
cipal arguments. One is that the decline in 
take-home pay, which follows the ending of 
high-paid war jobs and elimination of over- 
time work, has to be made good through in- 
creased hourly rates if workers’ buying power 
and markets for the industrial output are to be 
preserved. Another is that the Little Steel 
formula has depressed the real wage of labor 
by ignoring the rise in the cost of living above 
that recognized in the formula; and that with 
the war over this injustice should be rectified. 
The third is that the distribution of wartime 
earnings between employers and workers has 
been inequitable, resulting in exorbitant cor- 
porate profits. The third argument is examined 
on a subsequent page of this Letter. 

Wage arguments are always difficult, for 
misunderstandings, prejudices and misrepre- 
sentations abound. Employers do not question 
that the take-home pay will decline if hourly 
rates are unchanged, and there is much senti- 
ment for whatever advance in straight-time 
rates can be justified by increases in man-hour 
output. Employers, however, are at the mercy 
of those who buy their goods. They have to 
consider not only wage rates but the produc- 
tivity of the worker, the level of wage costs and 
overall costs, and the effect of cost increases 
upon prices and ability to sell the product. 

The claim that take-home pay must be main- 
tained if the products of the industries are to 
be absorbed overlooks two facts. One is that 
union workers themselves buy only a part of 
what they produce. The rest is purchased by 
farmers, unorganized workers, professional 
people, the white collar class, pensioners and 
others living on fixed incomes,— many of 
whon,, incidentally, have had much smaller pay 
increases during the war than factory workers. 
The second fact is that wages are a part of 
costs. If the effect of wage increases to indus- 
trial workers is to raise prices beyond the power 
of other groups to pay, the product of the in- 
dustries cannot be absorbed, and the workers 
will give up in unemployment what they think 
they have gained in money wages. On the 
other hand, if all wages are raised prices will 
follow and no one will gain relatively. 


The Cost of Living 


The argument that wage rates have lagged 
in comparison with the cost of living is seen 
to be incorrect if the data of the U.S. Bureau 
of Labor Statistics are accepted as authorita- 
tive. We show herewith a chart which com- 
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pares the official cost of living index with three 
measures of hourly earnings in the manufac- 
turing industries. The topmost line is a simple 
division of total earnings by hours worked. 
Line A excludes the effect of premium pay for 
work above 40 hours. Line B further eliminates 
the effect of wartime shifts from lower-wage to 
higher-wage industries by calculating straight- 
time hourly earnings according to the distribu- 
tion of employment in January 1939. Line B 
may be considered most representative of the 
level of wage rates to prevail in the postwar 
period. It has gained more on the cost of living 
since the Little Steel formula was adopted in 
July 1942 than before that time. 
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1939 1940 1941 1942 1943 1944 1945 '946 
Hourly Earnings in Ali Manufatturing Industries 
and Cost of Living 
Straight time hourly earnings (A) are calculated to 
exclude premium pay at time and a half for work in 
excess of 40 hours; extra pay for work on supplemen- 
tary shifts and on holidays is included. Straight time 
hourly earnings (B) eliminates interindustry shifts by 
weighting the straight time hourly earnings by Jan- 
uary, 1939 employment; extra pay for work on supple- 

mentary shifts and on holidays is included. 


Source: U. S. Bureau of Labor Statistics. 


In the official cost of living index the prod- 
ucts of agriculture have a weight of 34 per cent. 
The U. S. Dept. of Agriculture and many 
other authorities believe that prices of farm 
products are more likely to decline than to ad- 
vance, after present abnormal demands sub- 
side. Thus there is high promise of stability 
in the cost of living index, — unless the labor 
unions themselves force up the prices of the 
manufactured goods which make up most of 
the remainder of the index. If farm prices de- 
cline and prices of manufactured goods ad- 
vance, farmers will not long be able to ouy full 
quantities of industrial products. 


The Inflationary Danger 


The present situation is extraordinary in 
that prices are controlled. If wage increases 
squeeze the margin between costs and the 
controlled prices the incentive and ability to 
produce will be curtailed, and higher-cost 
producers will be compelled to work at a loss 
or cease operations, diminishing the supply 
of goods at a time when the urgent need is 
greater production. But if ceilings are broken 
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and prices pushed up, the danger is of an in- 
flationary spiral, fed by excess money supplies 
and by speculation, inventory accumulation 
and hoarding, until the structure collapses 
through fundamental weaknesses and excesses 
as in 1937, 1929, 1921 and other past periods. 

Interruptions of production by strikes like- 
wise feed inflation. For they diminish the 
supply of goods at a time when it is insuf- 
ficient relative to money buying power and 
when the main hope of maintaining stable and 
orderly markets is to increase the supply. The 
way out of inflation through increasing sup- 
plies has been demonstrated since V-J day, 
by the appearance of more foods in the mar- 
kets and the resulting easing of strain, cor- 
rection of maldistribution and curbing of 
black markets. It is now seen that these re- 
sults are acomplished easily and automatically 
by making more goods available; and, despite 
all efforts of the overhead control, probably 
they could be accomplished in no other way. 

Arguments in detail as to whether industry 
can afford this or that percentage wage rate 
increase tend to obscure principles. The main 
principle in which the public interest is cen- 
tered is that wage increases should not be 
granted which will raise prices, which will 
start an inflationary boom or multiply the 
inflationary danger, or which will eliminate 
or so greatly reduce profit margins as to im- 
pair production. This leaves the way open for 
increases that are justified by harder, more 
efficient, and more devoted work, and there- 
fore by higher productivity. This is the way 
in which all past progress in raising living 
standards has been made. If increases should 
be granted in advance of the showing of pro- 
ductivity, and the latter should not develop, 
the economic outlook would be perilous in- 
deed. The danger might be obscured by in- 
flation and an appearance of good times, but 
the appearance would be an illusion. 

In many of its elements the economic situ- 
ation reveals a general weakness, namely, the 
unwillingness of people to reconvert their atti- 
tudes from those accepted during the war to 
those needed now during peace. It is already 
seen that physical reconversion will be no vast 
or long-drawn problem. But reconversion is 
more than a physical process. It requires new 
attitudes, and above all acceptance of tie fact 
that production, prices and in last analysis 
wages must now conform to what a multitude 
of consumers want and can pay, instead of to 
the orders of one customer whose needs are 
insatiable and interest in prices secondary. 
Much civilian work, necessary to full employ- 
ment, cannot pay war wages, and much can- 
not pay the 65 cent minimum wage which the 
labor unions are now demanding. To establish 
such a minimum by statute would condemn 
many people to unemployment. Meanwhile 
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some proportion of present unemployment 
exists, in all likelihood, because unemployment 
compensation is more attractive than work. 

These attitudes are the exact opposite of 
what the present situation needs. They are 
obstacles to production; they block reconver- 
sion, they impede the supplying of civilian 
wants, and they foster inflation. They estab- 
lish danger of a wholly unnecessary and man- 
made emergency, at a time when business is 
demonstrating its energy and resourcefulness, 
and when all-around cooperation and steady 
efficient work would offer unlimited promise 
of a sound and lasting prosperity. 


Industrial Wages and Profits 





In the recent demands by labor organiza- 
tions for a 30 per cent increase in basic wage 
rates in the automobile, steel and other in- 
dustries, great stress has been laid upon the 
increase in corporate profits during the war 
period. It is claimed that the companies now 
have undistributed earnings and reserves, rep- 
resented by liquid resources, ample to stand 
the higher wages. It is argued also that there 
will be a high level of production and trade 
after the war, and it is necessary that labor 
receive high wages in order to be able to buy 
the goods produced. 

A brief review of the facts in the cases of 
General Motors Corporation and the major 
steel companies will show the trend of war- 
time earnings, wages and other financial 
changes in the automobile and steel indus- 
tries, which are typical also of the trends in 
numerous other lines. 


General Motors Corporation 


The demand of the United Automobile 
Workers of America —C.I.0. on the General 
Motors Corporation for a 30 per cent wage 
increase is contained in a letter from Walter 
P. Reuther, vice president of the U.A.W. to 
C. E. Wilson, president of General Motors. 
On the subject of profits and wages the letter 
states: 


The General Motors Corporation will have no finan- 
cial difficulty in meeting the demands contained in 
this letter. 


This corporation has been described by the Federal 
Trade Commission as the most profitable corporation 
in the history of the world. It has done very well for 
itself since it has had Uncle Sam as its principal 
customer. With the slogan, “Victory Is Our Business,” 
GM’s profits in 1944 before taxes were $435,409,024. 
That is seventy-eight per cent more than the yearly 
average profits of $244,779,268 for 1936 through 1939. 


Its total wage bill in 1944 was $995,094,170. GM could 
have paid $1,085,723,926 in wages in 1944, or $190,629,- 
756 more than it did pay. All of this increase would 
have come out of the EXTRA profits it was making 
because of the war! 


Between 1939 and 1944 the Corporation’s net worth 
increased twenty~two per cent, to the staggering sum 
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of $1,304,071,620. In addition to increasing its net 
worth the Corporation distributed $630,565,644 in divi- 


dends on its common stock and $45,891,000‘in dividends 
on preferred. 


In the earnings figures presented it would 
seem, from an examination of the Corpora- 
tion’s annual reports, that the increase in earn- 
ings before taxes has been understated, — a mis- 
take not often made by the C.I.0. The 1936-39 
average was not $244,779,268, but $221,491,634, 
so that the increase was not 78 per cent, but 97 
per cent. Income after taxes, however, was 5 
per cent smaller. The figures on wages cover 
only the hourly-rate employes in the United 
States, comprising 72 per cent of the total num- 
ber of employes. The statement does not com- 
pare dividend payments in 1944 with the annual 
average 1936-39, but uses a cumulative total for 
the five years 1940-44. 


If the original comparison of 1944 earnings 
with the 1936-39 average, as corrected, had 
been carried through for other major items 
of receipts and disbursements, the changes 
that took place in the distribution of corpo- 
rate income would have shown the following 
pattern: 


Net receipts from sales 
$1,372 million to $4,262 million 


Average number of employes 
225,505 to 465,617 


Total payroll 
$383 million to $1,380 million 


Average annual compensation per employe 
$1,692 to $2,964 


Average hourly earnings in automobile 
industry (U. S. Bureau of Labor Stat.) 
88.0c to $1.27 


Federal and foreign income and excess 
profits taxes 
$41 million to $264 million 


Net income (after deduction of costs for 
goods and all other expenses; provision 
for depreciation and amortization of real 
estate, plants and equipment; and reserves 
for taxes, but including income from in- 
vestments as well as from operations) 

$180 million to $171 million 


Net income per dollar of sales 
13.1 cents to 4.0 cents 


Rate of return on net worth 
18.0 per cent to 13.5 per cent 


+211% 


+ 44% 


+539% 


5% 
69% 


27% 
Dividends paid to preferred and common 
shareholders 
$151 million to $141 million 
Dividend per common share 
$3.30 to $3.00 


1% 


9% 


The aggregate of $676 million cited in the 
above quotation as dividends paid during the 
five years 1940-44, is, truly, a large figure, 
but General Motors Corporation is the largest 
industrial organization in the world. Its capi- 
tal is supplied by approximately 424,000 indi- 
vidual and institutional shareholders, a total 
only moderately less than the number of em- 
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ployes. Average dividend paid last year to 
shareholders (including financial and other 
institutions holding comparatively large 
blocks as investment for their own account or 
in trust for large numbers of beneficial own- 
ers) was but $333. 


Against the aggregate of $676 million paid 
in dividends in the five years 1940-44, the Cor- 
poration paid in wages and salaries $4,723 mil- 
lion, or seven times as much, and in 1944 pay- 
rolls were almost ten times dividends. 


Steel Wages and Profits 


The United Steelworkers of America — 
C.1.0. backed up their demands last month for 
a general increase in wage rates with the 
claim that profits in the industry after taxes 
rose 113 per cent in the five-year period of 
1940-44 above those of 1935-39. Comparative 
figures also on dividends, reserves and other 
items are given in a pamphlet containing an 
introductory statement by Philip Murray, 
president of the Steelworkers Union and of 
the C.I.0., from which we quote in part: 


Never before have the steel companies been so rich. 
For five years of war production the steel industry 
has charged the American people over two billion 
dollars in open and concealed profits. 


Contrast this with the financial position of America’s 
475,000 steelworkers. In five years of war work they 
have accumulated only a total of $285 million in sav- 
ings or $600 a worker. 


This inequitable distribution of the industry’s earn- 
ings is not only an injustice to steelworkers; it is a 
threat to the postwar prosperity and security of 
America because the bulk of the nation’s savings is 
not in the hands of the people who do the bulk of the 
consuming. 


Hence the immediate need for substantial wage rate 
increases to enable workers (1) to meet the increasing 
burdens of higher living costs and (2) to assure a 
high level of purchasing power for the maintenance 
of full production and full employment in an expanding 
postwar economy. 


The study is based upon a tabulation of the 
published annual reports of 18 steel com- 
panies, representing about 89 per cent of the 
industry’s ingot capacity, from which esti- 
mates are projected for the entire industry. 
The increase cited in net income tends to give 
a much more favorable impression of earn- 
ings than if considered in relation to the in- 
dustry’s volume of sales, payrolls, and capital, 
investment, not shown in the pamphlet. 


Steel capital and labor were the backbone 
of the country’s tremendous program of war 
material production, which within a compara- 
tively short period of time outstripped the rest 
of the world combined. Sales of steel products 
are the basic source of funds available for pay- 
ment of wages, purchases of raw materials, 
taxes and dividends, as well as for repairs, 
maintenance and improvements to the prop- 
erty. Changes in sales and other items from 
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the five-year period 1935-39 to 1940-44 compare 
as follows with net income and dividends: 


Estimated net sales* 


$11,869 million to $29,328 million -147% 
Average number of employes} 

595,000 to 871,000 + 46% 
Five-year total of payrollst 

$4,418 million to $10,330 million +135% 
Average annual compensation per employet 

$1,485 to $2,372 k + 60% 


Average hourly earnings in steel industry 
(U. S. Bureau of Labor Stat.) 


76.7¢ to $1.025 : + 34% 
Total taxest 

$589 million to $2,774 million +371°% 
Net income after taxes 

$576 million to $1,225 million +113% 
Dividends paid to preferred and common 

shareholders 
$419 million to $765 million + 82% 





*Estimate based upon reports of the same 18 lead- 
ing companies, excluding Midvale Company, a sub- 
sidiary of Baldwin Locomotive Works, for which sepa- 
rate sales figures were not published. Sales include 
receipts of coal mining, railroad, shipbuilding, and 
other subsidiaries, but are net of renegotiation re- 
funds, if any. +Based upon figures compiled by Ameri- 
can Iron & Steel Institute. 


The sharp percentage increase in net income 
resulted from the unprecedented expansion in 
the production of steel to meet wartime de- 
mands, and of substantial increases in plant 
capacity. Net income in the steel industry is a 
traditionally narrow “residual” item, subject 
to sharp fluctuation either up or down. Aver- 
age net profit margin actually declined, from 
4.9 cents per dollar of sales to 4.2 cents. 


1935-39 a Period of Low Earnings 


Moreover, the comparison of dollar net in- 
come was made with a base period in which 
return on capital was at a depressed level, in- 
cluding one year when a majority of steel com- 
panies operated at net deficits. The steel indus- 
try is one requiring heavy capital investment 
in blast furnaces, rolling mills and other ma- 
chinery, averaging $6,300 per employe, with- 
out which the individual steelworker could 
produce little. Rate of return on net worth of 
leading steel companies, according to our own 
annual tabulations of published statements as 
summarized in the April issues of the Bank 
Letter for a number of years, averaged 7.1 per 
cent for the five-year period 1940-44, which was 
more than double the average of 3.4 per cent 
fcr 1935-39, but slightly below the 7.3 per cent 
for 1925-29. 


Steel wage rates, in contrast with corporate 
profits, were not depressed in the period 1935- 
39, the average hourly earnings of 76.7c being 
in fact 19 per cent higher than the 1925-29 
average. Moreover, while the 1940-44 average 
was $1.025, the rate was rising steadily during 
the period, and the 1944 average was $1.167. 
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In each of the twenty years 1925-44, rate 
of return of the steel group was, as shown by 
the accompanying chart, below that of all 
manufacturing companies. For 1940-44 the 
average of 7.1 per cent for steel compares with 
10.5 per cent for all manufacturing companies. 
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In each year since 1941, when this country 
entered the war, the trend of steel earnings and 
dividends paid has been downward. Whereas 
in the five-year period 1935-39 the industry’s 
payroll was about 10% times the dividends, in 
1940-44 payrolls were 13%4 times dividends. 
Yet the C.1.O. speaks of “the astounding extent 
to which the industry and the stockholders have 
prospered as a consequence of World War II” 
(italics ours). 


The Question of “Concealed Profits” 


Mr. Murray states that “For five years of 
war production the steel industry has charged 
the American people over two billion dollars 
in open and concealed profits”. This is some 
$800 million above the five-year total of $1,200 
million net income given above, which repre- 
sents net earnings on sales and on capital in- 
vestment, and not “profits” in the sense of 
speculative or fortuitous gains. 


This claim of $800 million in “concealed 
profits” is based upon the assertion that vari- 
ous charges for “reserves” on the steel com- 
_ panies’ statements were excessive and there- 
fore not proper deductions from income in 
computing net earnings. The C.1.O. study 
cites: (1) Reserves (apparently referring to 
general or contingency reserves not desig- 
nated for specific purposes); (2) Reserves for 
amortization of emergency plant facilities, 
which under the revenue law are deductible 
for tax purposes at a faster rate than reserves 
for depreciation of ordinary plant and equip- 
ment, and which are assumed to be twice as 
high as necessary; (3) Excessive reserves for 
depreciation and depletion, to the extent that 
they. exceeded those of the year 1937; and 
(4) Excessive reserves for pension payments 
and/or incentive compensation trusts, to the 
extent that they exceeded 1937. It is said: 
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These four forms of hidden profits amounted to 
$217 million in 1944. A study published by the United 
Steelworkers of America last year showed that these 
hidden profits amounted to over $250 million in 1943. 
But to be conservative, it is assumed that the hidden 
profits for the five war years were only $800 million 


(although they probably amounted to over one billion 
dollars). 


Executives of leading steel companies have 
pointed out that Mr. Murray previously made 
a similar statement which was answered in 
the findings of the War Labor Board released 
in September 1944. At that time the Steel 
Panel found that the cost items, termed by 
the Union to be hidden profits, “are proper 
and cannot be considered as concealed profits.” 

Financial statements of the large steel com- 
panies are prepared by certified public ac- 
counting firms of recognized standing, and are 
subject to audit not only by the Bureau of 
Internal Revenue but also by other govern- 
ment departments such as Army, Navy, 
O.P.A.,-S.E.C., etc. While in some cases the 
exact amounts of reserves set up for various 
purposes are necessarily based upon estimates, 
it would be unreasonable to deny that, in view 
of the record-high rate of iron and steel pro- 
duction during the war years, higher reserves 
are warranted for wear and tear on plant and 
equipment, including special facilities built 
for war products, and for exhaustion of min- 
eral resources, as well as for pensions covering 
a greatly enlarged labor force. Increased de- 
preciation of equipment and depletion of 
mines and quarries are just as much a part 
of the wartime cost of doing business as in- 
creased cash outlays for labor and for pur- 
chase of materials. Expenses of converting 
factories back to the production of peace- 
time goods are, likewise, as much a part of 
wartime costs as the expenses of bringing 
American soldiers back home following the 
end of hostilities. 


The Real Test of Wage Rates 


The foregoing figures show, first of all, that 
in the distribution of corporate income during 
the war years the employes have benefited 
immensely, through the sharp increase in 
wage rates as well as the expansion in employ- 
ment. Despite the largest volume of business 
in history, corporate margins of net profit 
on sales have been narrowed. Net income after 
taxes in the case of General Motors has de- 
clined, and in the case of the steel companies 
has risen from a depressed level and then 
turned downward. Steeply increased taxes 
have absorbed most if not all of the increase 
in operating earnings. 

The more fundamental issue, however, is not 
the retrospective argument over the distribu- 
tion of corporate income during wartime, but 
the proposition that the wartime levels of 
corporate income should now become the basis 
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for establishing permanently higher peacetime 
wage rates. Corporate earnings are subject to 
wide fluctuations, while wage rates, once es- 
tablished, can seldom be reduced and are more 
often increased. Proposals that corporate sur- 
pluses and reserves should be used for pay- 
ment of higher wages disregard both the fact 
that they are needed in the business, and that 
they would not last long if so paid out. 


Undistributed earnings and reserves — not 
only in automobiles and steel, but in most 
lines of industry — will be required and are 
already being used for reconversion expense 
and deferred maintenance, and for financing 
modernization and postwar growth. Many 
thousands of companies producing war mate- 
rials expanded their volume of business sev- 
eral-fold. Today they face a difficult and costly 
curtailment of their organizations. In many 
cases accumulated earnings will be absorbed 
or largely reduced in the fight for survival. 
Industrial companies will need to make ex- 
tensive expenditures on plant and equipment, 
and upon the development of new products, 
if they are again to meet active competition 
and continue to give employment. 

Corporate earnings and reserves, if repre- 
sented in the form of working capital and 
paid out in higher wages, would in most cases 
last for no more than a few weeks at best. 
After they had become exhausted, industry 
would be deprived of the funds that otherwise 
would have been used in furthering produc- 
tion and employment, and the workers would 
have had a temporary benefit, but a perma- 
nent loss. The well from which labor had 
drawn its wage bonus would have run dry. In 
last analysis current wages must come out of 
the revenue currently received from the sale 
of goods. 

The test of sound wage rates is whether 
they promote the greatest possible sale of 
goods and hence the maximum of production, 
employment and real wages. 


“A Tax Program for a Solvent America” 





As the Congress is about to consider an 
interim tax bill for the transition period, there 
has become available under the above title 
the most recent of a series of studies by pri- 
vate groups dealing with the problem of post- 
war taxes. This latest study is the work of 
the Committee on Postwar Tax Policy, com- 
posed of leading fiscal authorities under the 
chairmanship of Rosweli Magill, former Un- 
dersecretary of the Treasury, and financed by 
a special grant from the Maurice and Laura 
Falk Foundation. Consisting of a 275-page 
report,* prepared following a 16-month study 
by the committee, “A Tax Program for a 
Solvent America” presents an authoritative, 
comprehensive survey of the tax question and 


its relation to fiscal policy that is most timely 
and merits careful study by the Congress, the 
Treasury, business groups, and all others 
seeking answers in this controversial field. 

What the committee means by a “solvent 
America” is stated as follows: 


Our interest is in a tax program for a solvent 
America. By national solvency we mean that the 
government can and does live within the fiscal re- 
sources which are provided for it by the people through 
taxation. In a fundamental sense a government is 
insolvent if it regularly and habitually provides public 
benefits in excess of the amounts which the people 
are able—and willing—to pay in taxes. Such a 
course leads eventually to insolvency in the very real 
sense of inability to pay just debts when due. 


In these words, and elsewhere through the 
report, the committee repudiates deficit spend- 
ing as an instrument of fiscal policy. It be- 
lieves that the goal of active useful em- 
ployment and production and of high living 
standards can be reached by the sound and 
time-tested method of the encouragement and 
re-energizing of private enterprise, the es- 
sence of which is “the freedom of the in- 
dividual to engage in business, risking his 
capital in the competitive market in the hope 
of obtaining a profit commensurate with the 
risk involved.” 

“Capital,” declares the committee, “is the 
fountainhead of jobs in our :apitalistic sys- 
tem,” and “those who supply capital are, thus, 
the real creators of jobs.” But “continued 
prosperity can be achieved only if government 
policies encourage the investment of private 
capital, and through that the release of the 
creative energy of the individual.” The report 
enumerates various ways in which govern- 
ment policy can stand in the way of such in- 
vestment: excessive and prolonged emphasis 
on reform at a time when considerations of 
recovery should be paramount; over-regula- 
tion of business, industry, and markets; activi- 
ties calculated to bring the government into 
competition with private enterprise; unsound 
fiscal policies. “Taxation,” the report asserts, 
“cannot create the spirit of enterprise, but 
when badly devised and imposed at heavy 
rates, it can limit or destroy it.” 

Thus, the committee concludes, “a sound 
peacetime fiscal program must address itself, 
on the one hand, to assuring the investor a 
fair return on his capital after payment of his 
taxes, and on the other, to reducing or elimi- 


*A Tax Program for a Solvent America: The Ronald Press 
New York, 1945. Members of the committee, in addition 
to Mr. Magill, chairman, were: Fred R. Fairchild, Knox 
Professor of Economics, Yale University; Rowland k 
Hughes, Comptroller, National City Bank of New 
York; Victor H Stempf, President, American Institute 
of Accountants; and Thomas N. Tarleau, Member of 
New York Bar, and former Tax Legislative Counsel 
of the Treasury. Harley L. Lutz, Professor of Public 
Finance, Princeton University, served as director of 
research, and Alfred Parker as associate director. 
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nating that particular threat to confidence, 
and hence to investment, which stems from 
unsound government financial policy.” 


Would Lower Individual Income Taxes 


The committee’s specific tax proposals are 
made with these considerations in mind. The 
program embodies a well balanced division 
between corporate and individual taxes, with 
the ultimate goal the same starting rate of 
tax for both in order to avoid discrimination 
against any form of economic effort, and in 
the meantime a practical plan for working 
towards that goal. The recommendations deal 
with a “transition period,” estimated at two 
to three years, and with the “normal, long- 
range postwar period” which will follow. 

For the transition period, the committee 
recommends as an immediate step to relieve 
individual tax burdens the repeal of the 3 per 
cent normal tax. This would free approxi- 
mately- 9,000,000 people, principally in the low 
income brackets, from paying any federal in- 
come taxes. As a companion move, the com- 
mittee calls for some immediate readjustment 
in the extreme wartime surtax scale, now 
beginning at 20 per cent on the first $2,000 
of surtax net income, rising to 50 per cent of 
the taxable income between $16,000 and $18,- 
000, and continuing to 91 per cent of income 
in excess of $200,000. Conceding that severity 
of rates is defensible under war conditions, 
the committee finds the present scale wholly 
incompatible with the normal peace situation, 
and warns that with the passirg of the war 
emergency and war danger the tax rates must 
be readjusted in recognition of the fact that 
there is little incentive to productive effort if 
two-thirds or three-fourths of everything 
earned goes to the Treasury in taxes. 

Later, if and when fiscal requirements can 
be brought down to more moderate levels, 
individual taxes should be further reduced. 
The committee proposes an initial rate be- 
tween 15 and 20 per cent, depending on the 
level of expenditures, with the scale ranging 
progressively upwards to 25-30 per cent at the 
$8,000-$10,000 bracket, 40-45 per cent at the 
$25,000-$50,000 bracket, and 49-54 per cent at 
the $75,000-$100,000 bracket, with a top rate 
of 67-72 per cent at the $1,000,000 level. 


The committee would keep the present 
exemption of $500 for each taxpayer and for 
each dependent, alleviate the present double 
taxation of dividends paid to individuals by 
allowing a credit to stockholders receiving the 
dividends, and retain the withholding prin- 
ciple and current payment of taxes. Married 
persons would continue to have the option of 
making joint or separate returns. There 
would be uo change in the tax treatment of 
‘capital gains for at least five years. 


Repeal Excess Profits Tax 


The committee joins with most other au- 
thorities in recommending immediate repeal 
of the corporate excess profits tax now that 
the war is over. Such a tax, it insists, has no 
place in a peace economy, for it tends to nullify 
the whole function of profits in the private 
enterprise system and would fall with par- 
ticular severity on new and growing con- 
cerns. Retention of the carry-back of unused 
excess profits credits is urged for the two- 
year period now provided or for as much 
thereof as may be necessary to assure recog- 
nition of all deferred war costs in the de- 
termination of true excess profits.. 

Both the capital stock tax and the declared 
value excess profits tax would be done away 
with during the transition period, and a grad- 
ual reduction started of the corporate normal 
and surtax, with the application of a lower 
rate on small corporations. 

For the longer range, a program of simpli- 
fication is recommended in connection with 
corporate taxes. The surtax would be elimi- 
nated and a single tax imposed, with the ulti- 
mate objective of bringing this down to the 
same, or approximately the same, rate as the 
initial rate on individual income. This, the 
committee feels, would promote employment 
and production by tending to equalize the tax 
burden on all types of income. 

Repeal of the excess profits tax would leave 
the corporate rate at its present level of 40 
per cent. The committee believes that this rate 
could stand for the first transition year, pro- 
vided there were assurances that it later 
would be reduced, perhaps to 35 or 33% per 
cent in the second transition year and eventu- 
ally to a level equal or close to the initial 
individual rate. 

Further to alleviate double taxation of 
dividends, the committee would remove the 
tax on intercorporate dividends, and repeal the 
penalty tax on consolidated returns. Greater 
recognition, it is stated, should be accorded 
to business accounting procedures and results, 
with particular reference to depreciaton and 
depletion, expenditures for research and de- 
velopment, and salary determination. 

While most of the wartime “nuisance” taxes 
would be removed, a reasonable number of 
excise taxes would be retained after the war, 
their scope depending on the level of expen- 
ditures and revenue needs. These taxes the 
committee views as desirable to diversify the 
sources of revenue and to stabilize the tax 
yield in times of financial strain. The commit- 
tee does not definitely recommend a federal 
sales tax, but points out that such a tax may 
be necessary if the budget reaches high levels 

Taxation of estates, gifts, and gasoline, 
would be left to the 48 states in the interest 
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of preserving the financial independence of 
the states in the performance of state and 
local functions. 


Expenditures the Key 


In presenting its recommendations for 
tax reductions, the report stresses the de- 
pendence of ability to carry them out upon 
how much federal spending is reduced and 
how soon. “If a policy of free spending is fol- 
lowed, very few choices among taxes will be 
possible. The Treasury will have to seek all 
the revenue it can get from all the sources 
available to it.” 

The report presents three sample budgets 
after the war— $15 billion, $18 billion, and 
$22 billion—not as predictions but only as 
examples to show what can be done with 
taxes at these various budget levels. The re- 
port then considers these budgets in connec- 
tion with various assumed levels of postwar 
national income — $115 billion, $125 billion, 
and $140 billion. Accepting the figure of $125 
billion as representing a conservative projec- 
tion, the report demonstrates by a series of 
tables what successively higher budgets would 
mean in cramping the possibilities for tax 
reduction and limiting flexibility in the choice 
of taxes in the effort to avoid harmful effects 
upon enterprise. The showing raises grave 
doubts as to the consequences of a tax burden 
resulting from spending $25 billion a year, a 
figure now heard with increasing frequency 
and seemingly gaining acceptance by mere 
force of repetition without adequate consid- 
eration of why it is necessary to spend that 
much or what the effects would be upon the 
fiscal situation and the economy in general. 

The committee acknowledges that the pro- 
jected total of $125 billion for postwar national 
income may prove to be too low, and that 
budget difficulties would be easier of solution 
at a $140 billion level of netional income. It 
cautions, however, against erecting budgetary 
assumptions and revenue estimates on the basis 
of figures that may prove over-optimistic, and 
emphatically rejects the device of attempting 
to inflate the national income by deficit financ- 
ing, observing: 

Under such circumstances the volume as well as 
the character of the taxation imposed would be of 
minor consequence. The burdens and economic penal- 
ties of such a policy would find expression in a dif- 


ferent channel. That there would be burdens and 
economic penalties is not open to question. 


Revenue Stability Emphasized 


One of the most important points revealed 
by the study is the necessity, as the budget 


‘rises, of evolving a revenue system which 


will have a reasonable degree of stability un- 
der varying economic conditions. With our 
revenue system heavily dependent before the 
war upon business profits and the personal 


incomes of a small segment of the population, 
the flow of receipts tended to dry up rapidly 
with any substantial fall in the level of busi- 
ness —a development which will prove much 
more serious in the future at the greatly ex- 
panded level of national debt and current 
government expenditure. ‘This means that 
whether we like it or not, we need to seek a 
mo:- broadly based as well as more diversi- 
fied tax system, reaching both a larger number 
of income taxpayers and relying to a larger 
extent than in thé past upon consumption 
taxes which fluctuate relatively little. 


The report contrasts the budgetary record 
of this country and that of Fngland in the 
1929-32 depression in support of this point. 
Whereas the extent of the depression in the 
two countries, in terms of national income, 
did not differ greatly, this country, relying 
almost entirely on a narrow income tax base, 
saw its revenue receipts drop 47 per cent, 
while England had revenue receipts actually 
2 per cent higher in 1932 than in 1929. As the 
report points out, England relies tc a larger 
extent than we do upon customs and excise 
taxes, and upon the individual normal tax 
rather than surtax. 


In other words, the higher our budget, the 
larger the number of people who in one way or 
another will find themselves footing the bill. 

Still another significant feature revealed by 
the study is the variety of sources from which 
venture capital is drawn. Data presented show 
that it comes from individual investors all up 
and down the income scale, with small in- 
vestors surprisingly important. While the re- 
investment of earnings by corporations always 
has been recognized as an important source 
of venture capital and of funds for the cre- 
ation of jobs, the report emphasizes also the 
importance of unincorporated business in this 
field. The net income of sole proprietorships 
and partnerships (a mixture of wages and 
profits) has averaged more than half as much 
as corporation net income since 1924, 


This large proportion of business earnings 
that comes under unincorporated business, 
subject to individual income taxes, is im- 
portant in connection with the problem of 
stimulating venture capital, and explains the 
committee’s concern in working ultimately 
towards a:tax structure in which the cor- 
poration tax rate approximates the initial 
rate on individual incomes. When the cor- 
poration rate is higher than the initial indi- 
vidual rate it means a definite discrimination 
against the corporate form, while the converse © 
is true if the corporation is exempted or bears 
a rate lower than the individual rate. The 
effort should be to deal with both forms of 
enterprise on as nearly an equal tax basis as 
possible. 


118 











October, 1945 





a] 








A Realistic Report 


The report, taken as a whole, prepare! by a 
committee balanced as between those with 
academic background, those with experience 
in the Treasury, and those in the accounting 
profession and in business who in their daily 
work are constantly seeing the effects of tax- 
ation upon business decisions and upon enter- 
prise, gives a realistic and thorough-going 
analysis of the tax problem that is needed at 
this crucial time. 


Its basic philosophy as to the much discussed 
“goal of full employment” is well summarized 
in the following paragraph: 


The most wholesome situation exists in the economy 
when a large national income is the fruit of a large 
volume of private production. The primary concern 
of all should be the maintenance of the conditions 
most favorable to ample production rather than pro- 
vision of jobs. When this primary objective is rea- 
sonably accomplished, reasonably full employment 
will generally follow as a natural consequence. Where, 
or. the other hand, full employment is made the pri- 
mary goal, especially when implemented by creation 
of purchasing power through government action, the 
desired result may be secured, but it would be at best 
an artificial and unstable condition, and it would be 
at the expense of impaired production of the goods 
and services which satisfy human wants and whose 


maximum production is the real purpose of all eco- 
nomic activity 


Situation in the Philippines 





The problem of rehabilitation and recon- 
struction in the Philippines becomes more 
critical with every day of delay in working out 
adequate remedial measures. People returning 
to this country tell a story of devastation and 
disorganization that is almost unbelievable. 
Manila and many other principal cities lie 
partly or wholly in ruins. Of the chief indus- 
tries, much of the sugar milling equipment has 
been destroyed, the cocoanut oil mills even 
worse hit, and the gold mines stripped of es- 
sential machinery. Lesser industries have been 
similarly affected. The Japanese not only 
shelled and sei fire to industrial and commer- 
cial establishments, public buildings, and 
homes; they also stole or destroyed automo- 
biles, railroad equipment, farm implements, 
and work animals. While there have been some 
repairs to transportation facilities, the greater 
part of the Islands is still crippled by transport 
deficiencies. 


‘Some hemp is available for export because 
of the Japanese interest in maintaining pro- 
duction, and some copra is also being sent to 
this country for processing into oil pending 
the reestablishment of Philippine milling facili- 
ties.. Considerable quantities of tobacco are 
believed to have been accumulated in northern 
Luzon, but no substantial amount of sugar will 
be available for export until 1947 at the earliest. 


Besides inflicting physical damage, the 
Japanese flooded the country with occupa 
tion currency — pure fiat money which de 
clined in value and rapidly became worthless 
with the ebb of their military fortunes. In- 
surance companies and banks found their port- 
folios filling up with worthless assets. Debtors 
“liquidated” their obligations in this depre- 
ciated paper. Speculators made fortunes, while 
solid investors were ruined. The effect has 
been utterly demoralizing. 

Even the “good” money in the Philippines 
is creating a problem in view of acute short- 
age of goods. With American military expen- 
ditures in the Islands lifting the present circu- 
lation of legitimate pesos to around 900 million, 
or four times the prewar level, an enormous 
inflation is under way, and will progress until 
sufficient consumers’ goods become available 
either from local production or from imports. 


Finally, there is the straitened position of 


the Philippine Treasury, reflecting the gen- 


erally chaotic conditions in the country. The 
Government is understood to have no con- 
siderable free cash balance, and in the general 
state of confusion faces grave difficulty in im- 
posing and carrying out any adequate system 
of taxation. 

What Action Is Needed 


From the foregoing review both the urgency 
and the general nature of the required course 
of action would seem to be reasonably clear. 
What we are having to deal with, as promptly 
as possible, is a complicated problem of both 
relief and of trade involving — 

1. The question of compensation to the 
Philippines for the heavy losses forced upon 
them by the war. 


2. Finding an answer to the shipping short- 
age which restricts the stream of consumers’ 
goods and industrial equipment to the Philip- 
pines at a time when they are sorely needed. 

3. Finding a sound and helpful solution of 
the vexing problems growing out of the Japa- 
nese currency issues. 

4. Working out a formula for trade relat- 
ionships with the United States which will 
encourage incentive and permit reconstruc- 
tion to go forward with assurance of some 
assistance in the difficult task of adjusting the 
Philippine economy to independence after July 
4, 1946, with its implication of ultimate status 
outside our tariff wall. 


Unfortunately, very little progress has been 
made in these directions. In December, 1941, 
following Pearl Harbor, President Roosevelt 
and Secretary of Commerce Jesse Jones pro- 
claimed publicly the intention to protect prop- 
erty-owners in respect of war damage whether 
in the Continental United States or in Insular 
Possessions. This promise was inplemented 
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by legislation in the Spring of 1942 setting 
up the War Damage Corporation, but the 
Islands were excluded from protection after 
July 1, 1942 on the ground that would-be 
insurers were unable to remit and that special 
treatment will have to be devised after the 
war. As a result there has been no provision 
to cover such losses after that date, since when 
most of the damage occurred. 


There are at present two bills in the Senate, 
one introduced by Senator Tydings and the 
other by Senator Taft, dealing with Philippine 
losses not covered by existing legislation, but 
neither has emerged from committee and the 
former imposes a ceiling of $100 million which 
is far from adequate and would impose delays 
owing to the necessity of examining every 
claim and then prorating the ceiling amount. 
Meanwhile, businesses and industries in the 
Islands are stopped on dead center to the extent 
that the war robbed them of capital which can- 
not yet be replaced. | 

Neither of these bills, it will be noted, pro- 
vides for any assistance to the Philippine 
Treasury in taking care of the heavy deficits 
inevitable during the reconstruction period. 


As regards shipping, arrangements made for 
facilities approximating 20,000 tons per month 
during July, August, and September have pro- 
vided for a bare trickle of necessities suck as 
textiles, drugs, and foods, with little space for 
motor transport, building materials, and heavy 
machinery. It is hoped that for the last quarter 
of 1945 the tonnage may be doubled, but even 
so the facilities will be inadequate and addi- 
tional allocations of shipping are badly needed. 


On the question of Japanese issued pesos, the 
Philippine Government has failed thus far to 
find any satisfactory solution. Legislation 
that would give full value to all payments 
made in these pesos obviously would operate to 
the benefit of debtors, but would be grossly 
unfair and injurious to creditors, especially 
those who were unrepresented in the Philip- 
pines during the war. The problem is un- 
doubtedly a difficult one, and the tendency is to 
try to reach a settlement which would con- 
stitute some sort of compromise, perhaps by 
assigning to the Japanese currency payments 
some value based upon the exchange relation- 
ship between the legitimate peso and the 
Japanese issue when the payments were made. 
This question should be settled promptly, for 
people must know where they stand. Business 
will be unable to go ahead vigorously or peo- 
ple contract new obligations until the status 
of present assets and liabilities is made known. 

In the background of all these questions lies 
the problem of trade relationships with the 


United States. Even businesses and industries 
which have new capital to put in are being 
inhibited by the failure of the two Govern- 
ments to find a solution of the question whether 
the Philippines are to enjoy preferential treat- 
ment in their trade with this country or to 
stand outside our tariff when they attain inde- 
pendence as they seem destined to do next 
July. Our March Bank Letter discussed the 
importance of this question to business enter- 
prises dealing in imports and exports: A pend- 
ing bill by Senator Tydings proposes to extend 
preferential tariff arrangements over the period 
to 1967, but contemplates yearly diminution of 
the preferential on a scale which would make 
it doubtful whether capital would go to work 
again in the Islands. 


The problem is to find some compromise 
that will permit investors to amortize their 
costs. While the immediate need is to get 
recovery going with all possible speed, over 
the long term the effort should be to encour- 
age development along lines which will pro- 
mote the economic independence that is the 
logical concomitant of political independence. 


Responsibility of the U. S. 


In discussing the Philippine Islands, we are 
dealing with American territory. We have this 
year authorized immense amounts for the relief 
of numerous foreign countries and there is a 
great deal of talk about fulfilling our responsi- 
bilities to the whole world. Meanwhile hardly 
more than a token beginning has been made in 
aid of the Philippine people who are politically 
our own folk. Our Government and public 
opinion in this country recognize a special 
responsibility in connection with the Philip- 
pines, not aione because of the close political 
ties, but also because uf the loyalty, heroic re- 
sistance, and sacrifices of the Philippine nation 
during the war. It is time, however, that we did 
something about it. 


The recent appointment and Senate con- 
firmation of the Honorable Paul V. McNutt 
as High Commissioner of the Philippines is 
evidence of the importance which our Govern- 
ment attaches to the Philippine problem, and 
is a hopeful augury that this problem will 
receive early attention. Mr. McNutt brings to 
this office experience as High Commissioner, in 
the years 1937 to 1939. 


What we do in the Philippines is important 
not only to our own sense of moral responsi- 
bility and justice, but will affect our standing 
and prestige in the Orient. Whatever we do 
needs to be done quickly, for the situation has 
reached a point of crisis. 
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Less: Own AccEepraNces IN PorTFoLIO . . . . 4,332,283.29 7,396,597.65 
Items IN TRANSIT WITH BRANCHES . . . . . «ee «© ee @ 15,547,338.15 
RESERVES FOR: 
Unearnep Discount AND OrHeR UNEARNED INcoME . . ... . 1,846,684.41 
InTeREST, Taxes, OTHER ACCRUED EXPENSES, ET. «. . . ss 27,974,881.22 
I ke ae ae sete toy (akore, co. Jon, © 30 sMly arya aad 2,015,000.00 
Cee es ee oe a DO 2 eee 
Surplus .. Sheree BEspratshts . «+ 122,500,000.00 
Unpivinep Prorits. . . . . .... 0... - 38,192,505.36 238,192,505.36 


rahe dacitina.t s-4)) a. Ay, te Bee ea 


$4,298, 169,026.41 





Figures of foreign branches are included as of September 25, 1945, except 
those of branchesin the Far East possession of which we have not recovered. 
For these latter the figures are prior to enemy occupation but less reserves. 
$697 ,088 011.50 of United States Government Obligations and $8,626,861.00 of other assets are deposited 
to secure $626,255,535.81 of Public and Trust Deposits and for other purposes required or permitted by law. 
(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS TRUST COMPANY 


Head Office: 22 William Street, New York 


Condensed Statement of Condition as of September 30, 1945 


ASSETS 
CasH AND Dupe From BANKs . . . «. $ 31,079,227.60 


Unrrep States GovERNMENT OBLIGATIONS (Direcr or Futty Guanawrzs) 161, "542 912.67 
Orner SecurniTigEs . .. . . «2 es ir yen a: te 593,903.25 


Loans AND ADVANCES 4. . ‘ acc Sorred ck a1 690.00 
Reat Estate Loans anb Securities Sa sag Aart 5,372,823.13 
Srock 1n FEDERAL RESERVE Bank . Br ad pe 600,000.00 
Bank PREMISES .. . 
Orner Reat Estates. 
Oruer ASSETS... 


foaal. se aE arte Sah Sar GHEE we. Se jack as: at pn 
LIABILITIES 


Deposits. . 6 6 6 0 ses 6; SEP eR eee 
(Inciupes U. ‘Ss. "War Loan Depostr $42, 518, 123. 90) 

Reservas... . . - 3 « 

MOM 6 6 3 2 ae. : 

Surptus. .. "8 - 10,000,000.00 . 

UnpIvipED Prorits ‘ A 142,321.81 27,142,321.81 


Thtah ie, 525) t4eme are aA aie ST ee? «aye « $005,0ba0s628 
$79,607,467.26 of United States Government Obligations are deposited to secure 


the United States War Loan Deposit and for other purposes required or permitted by law. 
(Member Federal Deposit Insurance Corporation) 


. 

. . . . 

. . . 
. . 
. 


4,260,071.66 


. 1 2 "$10,000,000.00 





2. 132,286. 43 








DIRECTORS 


GORDON 8. RENTSCHLER 
<aa of the Board 
W. RANDOLPH BURGE 
Vice-Chairman of the eer: 
WM. GAGE BRADY, JR, 
President 


PY 


SOSTHENES BEHN 
President, International Tees 
phone and Telegraph Corporatic 
CURTIS E. CALDER 
Chairman of the Board, este 
Bond and Share Company 
GUY CARY 
Shearman & Sterling & Wright 
EDWARD A. DEEDS 
Chairman of the Board, The 
| Cash R Company © 
CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 
A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings at 
JOSEPH P. GRAC. 





4 


F, 


ae of the Foard, Ww. RO 


Grace & Co. 

JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 

se HOUGHTON 

rman of the Board, Corn 
Glass Works 

GERRISH H. MILLIKEN 
President, Deering, Milliken 
Co. Incorpor: mene’ 

GERARD SWOP 
Honorary President, General 
Electric Company 

REGINALD B. TAYLOR 
Williamsville, New York 

ageees WINTHROP 

Robert Winthrop & Co. 


DIRECTORS 


GORDON 8. RENTSCHLER ~ 
Chairman of the Board 
LINDSAY BRADFORD 
President 


GILBERT G. BROWNE 
22 William Street 


of 
The National City Bank of 
New York 
J. HERBERT CASE 
22 William Street 
EDWARD bs DELAFIELD 
Delafield & Delafield 
CLEVELAND E. DODGE 
Vi wenean, Phelps 
Corporation 
ROBERT W. DOWLING { 
President, City Investing Compal 
SAMUEL SLOAN DURYEE 
Spence, Hotchkiss, Parker 
Duryee 
A. P. GIANNINI 
Founder. 


Chairman, Bank q 
of America National. Trust ~ 


and Savings Association 
DOUGLAS GIBBONS 
Gibbons & Co., Inc. 


CHA aad D. LANIER 
22 William Street 
CHARLES ¢ PARLIN 
Shearman & Sterling & Wright 
cRoace W. PERKINS 
ice-President, Merck & Co., 
HENRY Cc. TAYLOR 
Taylor, Clapp & Beall 
REGENALD B. TAYLOR 
Wiiliamsvill 


le, New York 
EARLE 8. THOMPSON : 
President, American Water W' 
and Electric Company, 
In rated 


Corpo: 
ROBERT WINTHROP 
Robert Winthrop & Co. 
WALTER REID WOLF 
Senior Vice-President 
= C. WRIGHT. 
Shearman & Sterling & writ 








Printed in Us 





. Electrig 
ny 


Wright 

The 4 
Company } 
E ; 





